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Mr. James H. Bayne DCIte ........ tesesssnensenses -
Office of the Secretary
Recordation Office
Interstate Commerce Commission P e Ty G o
12th Street and Constitution T T
Avenue, N.W. -

Washington, D.C. 20423

Alaska Railroad Corporation;
New Filing
S
Dear Mr. Bayne:
In accordance with the provisions of Section 11303 of

the Revised Interstate Commerce Act, 49 U.S.C. § 11303, and

Part 1116 of Title 49 of the Code of Federal Regulations,
we request, as special counsel for Citicorp Industrial Credit,
Inc., that the enclosed document be recorded and filed with
the Interstate Commerce Commission.

\

You will find enclosed herewith an original and one (1)

&> A Re: Citicorp Industrial Credit, Inc.;
) copy of the following document:

[ §

N
Lease Agreement between Citicorp Industrial Credit,
Inc., as Lessor, and Alaska Railroad Corporation,
as Lessee, dated as of April 25, 1986.

S~
This Lease Agreement, is intended to effectuate a lease
N . - -
of the following equipment:

’




Mr. James H. Bayne

May 2, 1986
Page two
QUANTITY DESCRIPTION SERIAL NUMBER
One 1977 General Motors EMD 766008-1
Model GP38-2 Diesel
Electric locomotive
One 1978 General Motors EMD 786138-1
Model GP38-2 Diesel
Electric Locomotive
Two Caterpillar 988B
wheel loaders
Two Caterpillar D6B tractors
One Caterpillar D5B tractor
One Caterpillar D7G tractor
Three Champion 760A motor graders

The parties to this Lease Agreement are:

N

Citicorp Industrial Credit, Inc. %VM'
Republic Plaza b
370 17th Street

Suite 1340

Denver, Colorado 80202

and )ﬂ/

{ 9
Alaska Railroad Corporation Jjjj/
Pouch 7-2111

Anchorage, Alaska 99510-7069

You will find enclosed herewith a check made payable
to the Interstate Commerce Commission in the sum of Ten
Dollars ($10.00), which amount is intended as full and final
payment for the filing fee to be incurred in connection herewith.



Mr. James H. Bayne
May 2, 1986
Page three

If you have any further questions with regard to this
matter, please do not hesitate to contact us.

Sincerely yours,

JACKSON & CAMPBELL, P.C.

v Denid N G

David H. Cox
DHC/ 1g
Enclosures As Stated

cc: Ms. Bonnie L. Johnson



Futerstate Commeree Commission - 5/2/86
‘ Wiashington, B.EC. 20423

OFFICE OF THE SECRETARY

David H. Cox
Jackson& Campbell,P.C..

One lafayette Centre
1120 20th Street,N.W.

Washington,D.C. 20036
Suite 300 South

Dear Sir:

The enclosed document {s) was recorded pursuant to the provi-
sions of Section 11303 of the Interstate Commerce Act,49 U.S.C.
11303, on &/2/86 at 12:45pm and assigned re-
recordation number (s). q1yo53

Sincerely yours,

A PRI
T .
o~ Lt

Secretary

Enclosure (s)

SE-30
(7/79)
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LEASE AGREEMENT

Between

CITICORP INDUSTRIAL CREDIT, INC.

As Lessor

and

ALASKA RAILROAD CORPORATION

As lLessee

Dated as of the25thday of April, 1986




THIS LEASE AGREEMENT dated as of April251986 (the Lease), by and
between Citicorp Industrial Credit, Inc., a~Corporation duly organized and
existing under the laws of the state of Delaware as lessor (Lessor) whose
address is Republic Plaza, 370 Seventeenth Street, Suite 1340, Denver, CO
80202; and Alaska Railroad Corporation as lessee (Lessee), whose address is
Pouch 7-2111, Anchorage, Alaska 99510-7069;

WITNESSETH:

WHEREAS, Lessee is authorized by law to acquire such items of personal
property as are needed to carry out its functions, and to acquire such
personal property by entering into lease agreements; and

WHEREAS, Lessee has determined that it is necessary for it to acquire
under this Lease certain items of personal property described herein as
Equipment; and

WHEREAS, Lessor is willing to acquire such items of Equipment from the
contractor therefor or from Lessee and to lease and sell them to Lessee
pursuant to this Lease;

NOW THEREFORE, in the joint and mutual exercise of their powers, and
in consideration of the mutual covenants herein contained, the parties
hereto recite and agree as follows:

ARTICLE I
DEFINITIONS AND EXHIBITS
Section 1.1. Definitions. Unless the context otherwise requires, the
terms defined in this section shall, for all purposes of this Lease, have

the meanings herein specified.

Cash Reserve Account: The account identified in Section 2.3 hereof.

Closing Date: The date upon which Lessor deposits in the Cash Reserve
Account in the name of the Lessee the amount specified in Section 2.3.

Code: The Internal Revenue Code of 1954, as amended, and the treasury
regulations, revenue rulings and procedures issued from time to time
thereunder.

Contractor: Each of the manufacturers or vendors from whom Lessee (or
Lessor at Lessee's request) has ordered or will order or with whom Lessee
(or Lessor at Lessee's request) has contracted or will contract for the
manufacture, delivery and/or installation of the Equipment.

Date of Taxability: The date upon which the Interest component of any
Lease Payment shall be includable for Federal income tax purposes in the ‘
gross income of Lessor or any assignee of Lessor as a result of an Event of
Taxability.




Equipment: The personal property described in the attached Exhibit A
which is being leased and purchased by Lessee pursuant to this Lease.

Event of Taxability: The issuance of a statutory notice of deficiency
by the Internal Revenue Service, or a ruling of the National Office or any
District Office of the Internal Revenue Service, or a final decision of a
court of competent jurisdiction, which holds in effect that, -by reason of a
violation of or a failure to comply with the provisions of Section 103(a)
or any other applicable Section of the Code (exempt for any such violation
or failure attributable to Lessor), the Interest component of any Lease
Payment is includable for Federal income tax purposes in the gross income
of Lessor or any assignee of Lessor.

Independent Counsel: An attdrney duly admitted to the practice of law
before the highest court of the State who is not a full-time employee of
Lessor or Lessee.

Interest: The portion of any Lease Payment designated as and
comprising interest as shown in the attached Exhibit B.

Lease Payment: The payment due from Lessee to Lessor on each Payment
Date, as shown on Exhibit B.

Net Proceeds: Any insurance proceeds or condemnation award, paid with
respect to the Equipment, remaining after payment therefrom of all expenses
incurred in the collection thereof.

Payment Date: The date upon which any Lease Payment is due and
payable as provided in Exhibit B.

Permitted Encumbrances: As of any particular time: (1) liens for
taxes and assessments not then delinquent, or which Lessee may, pursuant to
provisions of Section 7.3 hereof, permit to remain unpaid, (ii) this Lease
and amendments hereto, and (iii) Lessor's interest in the Equipment.

Prepayment Price: With respect to the Equipment, as of any Payment
Date, the amount so designated and set forth opposite such date in the
attached Exhibit C.

Principal: The portion of any Lease Payment designated as principal
in the attached Exhibit B.

Specifications: The bid specifications and/or purchase order pursuant
to which Lessee has ordered the Equipment from a Contractor.

State: The State of Alaska.

State and Federal Law or Laws: The Constitution and any law of the
State and any charter, ordinance, rule or regulation of any agency or
political subdivision of the State; and any law of the United States, and
any rule or regulation of any federal department, commission or agency; or
the Interchange Rules or Supplements thereto of the Mechanical Division,
Association of American Railroads, as the same may be in effect from time
to time.




Tangible Net Worth: The total tangible assets of Lessee less the
total liabilities of Lessee, as such terms are defined by generally
accepted accounting principles.

Term of this Lease or Lease Term: The period commencing on the
execution of this Lease and ending on the date the last Lease Payment is
due and payable, as shown in Exhibit B, unless earlier terminated pursuant
to the terms of this Lease.

Section 1.2. Exhibits.

Exhibit A: A description of the Equipment being leased and purchased
by Lessee pursuant to this Lease, including the serial number thereof which
shall be inserted when available.

Exhibit B: A schedule to be completed by Lessor as provided in
Section 4.1, indicating the date upon which the Term of this Lease shall
end, the date and amount of each Lease Payment coming due during the Lease
Term and the amount of each Lease Payment comprising Principal and
Interest. '

Exhibit C: A schedule showing as of each Payment Date the price at
which Lessee may prepay its obligation to make all future Lease Payments
with respect to the Equipment in accordance with Article X.

Exhibit D: A form of Certificate of Acceptance of Lessee indicating
that the Equipment has been delivered and installed in accordance with the
Specifications, and has been accepted by Lessee.

Exhibit E: A form of opinion of counsel to Lessee as to the
organization, nature and powers of Lessee; the validity, execution and
delivery of thils Lease and various related documents; the absence of
litigation; and related matters.

Exhibit F: A form of Certificate of Incumbency of Lessee relating to
the offices or positions, signatures and qualifications of the persons
executing on behalf of Lessee this Lease and other documents relating
thereto.

Exhibit G: A form of Officer's Certificate of Lessee indicating that
certain requirements have been met by Lessee.

Exhibit H: A form of Payment Request Form requesting payments from
the Cash Reserve Account to the specified Payee(s).

-3-



ARTICLE II

REPRSENTATIONS, COVENANTS AND WARRANTIES

Section 2.1. Representation, Covenants and Warranties of Lessee.
Lessee represents, covenants and warrants as follows:

(a) Lessee is a public corporation and instrumentality of the
State, duly organized and existing under the Constitution and laws of
the State, and is authorized to issue obligations the interest on
which 1is exempt from taxation under Section 103 of the Code, pursuant
to 45 U.S.C. 1207(a)(6).

(b) Lessee is authorized under the Constitution and laws of the
State to enter into this Lease and the transactions contemplated
hereby, and to perform all of its obligations hereunder.

(c) The officer of Lessee executing this Lease has been duly
authorized to execute and deliver this Lease under the terms and
provisions of a resolution of Lessee's governing body, or by other
appropriate official action.

(d) In authorizing and executing this Lease, Lessee has complied
with all State and Federal Laws applicable to this Lease and the
acquisition of the Equipment by Lessee.

(e) Lessee will not pledge, mortgage or assign this Lease, or
its duties and obligations hereunder to any other person, firm or
corporation except as provided under the terms of this Lease.

(f) The Equipment will be used during the Term of this Lease
only to carry out the purposes of Lessee.

(g) Lessee will use the Equipment during the Lease Term only to
perform the essential functions of railroad transportation.

(h) Upon delivery and acceptance of the Equipment, Lessee will
provide to Lessor a completed and executed copy of the Certificate of
Acceptance attached hereto as Exhibit D.

(i) Upon the execution of this Lease, Lessee will provide to
Lessor an opinion of its legal counsel in the form attached hereto as
Exhibit E.

(j) Upon execution of this Lease, Lessee will furnish to Lessor
a Certificate of Incumbency in the form attached hereto as Exhibit f,
an Officer's Certificate in the form attached hereto as Exhibit G and
an Arbitrage Certificate in form satisfactory to Lessor.

4
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(k) The balance sheet of Lessee and its subsidiaries as of the
most recently ended fiscal quarter/year and the related statements of
income and the retained earnings of Lessee and its subsidiaries for
the fiscal year then ended, copies of which have been furnished
Lessor, fairly present the financial condition of Lessee and its
subsidiaries as to such date and the results of the operations of the
Lessee and its subsidiaries for the period ended on such date, all in
accordance with generally accepted accounting principals consistently
applied, and since the end of the most recent quarter there has been
no material adverse change in such condition or operation.

Section 2.2. Representation, Covenants and Warranties of Lessor.
Lessor represents, covenants and warrants as follows:

(a) Lessor is a corporation duly organized, existing and in good
standing under and by virtue of the laws of the state of Delaware; has
power to enter into this Lease; is possessed of full power to own ahd
hold real and personal property, and to lease and sell the same; and
has duly authorized the execution and delivery of this Lease.

(b) Neither the execution and delivery of this Lease, nor the
fulfillment of or compliance with the terms and conditions thereof,
nor the consummation of the transactions contemplated thereby,
conflicts with or results in a breach of the terms, conditions or
provisions of any restriction or any agreement or instrument to which
Lessor is now a party of by which Lessor is bound, constitutes a
default under any of the foregoing, or results in the creation or
imposition of any lien, charge or encumbrance whatsoever upon any of
the property or assets of Lessor, or upon the Equipment except
Permitted Encumbrances.

Section 2.3 Cash Reserve Account. Immediately following the
execution and delivery of this lLease by Lessor and Lessee, Lessor shall
deposit $2,200,000 into a Cash Reserve Account for the benefit of Lessee at
Citibank, N.A., New York, New York, for the purpose of acquiring the
Equipment hereunder. The amount so deposited shall comprise a loan from
Lessor to Lessee, which shall be repaid to Lessor with interest at the rate
of eight and 215/1000 percent (8.215%) per annum, at the times and in the
amounts as set forth on Lease Exhibit B. Upon receipt by Lessor of a
properly completed and executed Payment Request Form, in the form of
Exhibit H, Lessor shall disburse to the specified Payee from the Cash
Reserve Account the amount stated in such form. In the event the balance
of the Cash Reserve Account is not fully disbursed by December 31, 1986,
the balance then remaining in the Cash Reserve Account shall be applied by
Lessor to reduce the outstanding principal balance due under the Lease as
of the date of such application, and the remaining lease payments shall be
adjusted assuming an 8.215% interest rate per annum.

ARTICLE III
LEASE OF EQUIPMENT
Section 3.1. Lease. Lessor hereby leases the Equipment to Lessee,

and Lessee hereby leases the Equipment from Lessor, upon terms and
conditions set forth in this Lease.




Section 3.2. Possession and Enjoyment. Lessor hereby covenants to
provide Lessee during the Term of this Lease with the quiet use and
enjoyment of the Equipment, and Lessee shall during the Term of this Lease
peaceably and quietly have and hold and enjoy the Equipment, without suit,
trouble or hindrance from Lessor and any successor or assignee of Lessor,
except as expressly set forth in this Lease. Lessor will, at the request
of Lessee and at Lessee's cost, join in any legal action in which Lessee
asserts its right to such possession and enjoyment to the extent Lessor
lawfully may do so.

Section 3.3. Lessor Access to Equipment. The Lessee agrees that
Lessor shall have the right to all reasonable times and after reasonable
notice to examine and inspect the Equipment. Lessee further agrees that
Lessor shall have such rights of access to the Equipment as may be
reasonably necessary to cause the proper maintenance of the Equipment in
the event of failure by Lessee to perform its obligations hereunder.

ARTICLE IV

TERM OF LEASE
Section 4.1. Lease Term. This Lease shall be in effect for a Term
commencing upon the execution hereof and ending on the last Payment Date

upon which a Lease Payment is due as shown on Exhibit B.

Section 4.2. Termination of Lease Term. The Term of this Lease will
‘terminate upon the occurrence of the first of the following events:

(a) Lessee's prepayment of the Lease Payments with respect to
the Equipment, pursuant to Article X;

(b) a default by Lessee and Lessor's election to terminate this
Lease pursuant to Article XII; or

(c) the payment by Lessee of all Lease Payments required to be
paid by Lessee hereunder.

ARTICLE V
LEASE PAYMENTS

Section 5.1. Lease Payments. Lessee agrees to pay Lease Payments
during the Term of this Lease, in the amounts and on the dates specified in
Exhibit B. All Lease Payments shall. be paid to Lessor at its offices at
the address specified in the first paragraph of this Lease, or to such
other person or entity to which Lessor has assigned such Lease Payments as
specified in Article XI, at such place as such assignee may from time to
time designate by written notice to Lessee. Lessee shall pay the Lease
Payments exclusively from moneys legally available therfor, in lawful money
of the United States of America to Lessor or, in the event of assignment of
the right to receive Lease Payments by Lessor, to its assignee.




Section 5.2. Source of Payment. All Lease Payments required to be
paid by Lessee pursuant to this Lease shall be paid from the revenues of
Lessee.

Section 5.3. Interest Component. A portion of each Lease Payment is
paid as and represents the payment of Interest. Exhibit B sets forth the
Interest component of each Lease Payment.

Section 5.4. Lease Payments to be Unconditional. The obligation of
Lessee to make Lease Payments or any other payments required hereunder
shall be absolute and unconditional in all events except as expressly
provided under this Lease. Notwithstanding any dispute between Lessee and
Lessor or any other person, Lessee shall make all Lease Payments and other
payments required hereunder when due and shall not withhold any Lease
Payment or other payment pending final resolution of such dispute nor shall
Lessee assert any right of set-off or counterclaim against its obligation
to make such Lease Payments or other payments required under this Lease.
Lessee's obligation to make Lease Payments or other payments shall not be
abated through accident or unforeseen circumstances. However, nothing
herein shall be construed to release Lessor from the performance of its
obligations hereunder; and if Lessor should fail to perform any such
obligation, Lessee may institute such legal action against Lessor as Lessee
may deem necessary to compel the performance of such obligation or to
recover damages therefor.

Section 5.5. Event of Taxability; Adjustment of Lease Payments. If
for any reason Lessee becomes an entity whose obligations do not bear
interest exempt from federal income taxation under Section 103(a) of the
Code, or this Lease becomes an obligation which bears interest not exempt
from taxation under Section 103(a) of the Code, and as a result thereof an
Event of Taxability occurs, the Lease Payments set forth in Exhibit B shall
be recomputed to include interest at the rate of 12.25% per annum from the
Date of Taxability until the Event of Taxability and thereafter at the rate
of 13.0% as hereinafter provided, and Lessor and Lessee shall prepare and
substitute in this Lease a new Exhibit B reflecting such recomputed Lease
Payments. Such recomputation shall be made as follows: The Lease Payments
coming due on or after the Date of Taxability until the Event of
Taxability and then from the Event of Taxability on shall be recomputed on
an amortization basis, using as the Principal amount the Prepayment Price
set forth opposite the Payment Date on or immediately prlor to such Date of
Taxability or such Event of Taxability, as the case may be, and the
applicable interest rate, it being agreed that the number and Payment Dates
of such Lease Payments shall not change. The Prepayment Price shown on
Exhibit C shall also be changed and substituted, based upon such
recomputations. Upon the occurrence of an Event of Taxability Lessee shall
alternatively have the option within ten (10) days thereafter to purchase
the Equipment for the applicable Prepayment Price as listed on Exhibit C or
pro rata portion thereof computed as of the date of exercise. In such
event Lessee shall also be obligated to pay Lease Payments to the date of
exercise of such option as listed on Exhibit B or a pro rata portion
thereof computed as of the date of exercise. Upon exercise of such option,
Lessor shall comply with the provisions of Section 10.3 hereof.




ARTICLE VI
INSURANCE AND INDEMNIFICATION

Section 6.1. Liability Insurance. Upon receipt of possession of the
Equipment, Lessee shall take such measures as may be necessary to ensure
that any liability for injuries to or death of any person or damage to or
loss of property arising out of or in any way relating to the condition or
the .operation of the Equipment or any part thereof, is covered by a blanket
or other general liability insurance policy maintained by Lessee, in such
form and amounts as are reasonably acceptable to Lessor. The Net Proceeds
of all such insurance shall be applied toward extinguishment or
satisfaction of the liability with respect to which any Net Proceeds may be
paid. '

Section 6.2. Property Insurance. Upon receipt of possession of the
Equipment, Lessee shall have and assume the risk of loss with respect
thereto. Unless Lessee elects to provide self-insurance as evidenced by a
certificate provided to Lessor, Lessee shall procure and maintain
cont inuously in effect during the Term of this Lease, all-risk insurance,
(including flood and earthquake coverage), in such amount as will be at
-least sufficlent so that a claim may be made for the full replacement cost
of any part thereof damaged or destroyed and to pay the applicable
Prepayment Price of the Equipment. Such insurance may be provided by a
rider to an existing policy or under separate policy. Such insurance may
be written with customary deductible amounts. The Net Proceeds of
insurance required by this Section shall be paid to the Escrow Agent and
applied to the prompt repair, restoration, modification or improvement of
the Equipment.

Section 6.3. Worker's Compensation Insurance. If required by State
law, Lessee shall carry Worker's Compensation Insurance covering all
employees on, in, near or about the Equipment, and upon request, shall
furnish to Lessor certificates evidencing such coverage throughout the Term
of this Lease.

Section 6.4. Requirements for All Insurance. All Insurance policies
(or riders) required by this Article shall be taken out and maintained with
responsible insurance companies organized under the laws of one of the
states of the United States and qualified to do business In the State; and
shall contain a provision that the insurer shall not cancell or revise
coverage thereunder without giving written notice to the insured parties at
least thirty (30) days before the cancellation or revision becomes
effective. All insurance policies or riders required by Sections 6.1 and
6.2 shall name Lessee and Lessor as Insured partles, and any insurance
policy or rider required by Section 6.3 shall name Lessee as insured
party. Lessee shall deposit with Lessor policies (and riders) evidencing
any such insurance procured by it, or a certificate or certificates of the
respective insurers stating that such insurance is in full force and
effect. Before the expiration of any such policy (or rider), Lessee shall
furnish to Lessor evidence that the policy has been renewed or replaced by
another policy conforming to the provisions of this Article, unless such
insurance is no longer obtainable in which event Lessee shall notify Lessor
of this fact.




Section 6.5. Lessee's Negligence. Lessee assumes all risks and
liabilities, whether or not covered by insurance, for loss or damage to the
Equipment and for injury to or death of any person or damange to any
property, whether such injury or death be with respect to agents or
employees of Lessee or of third parties, and whether such property damage
be to Lessee's property or the property of others, which is proximately
caused by the negligent conduct of Lessee, its officers, employees and
agents. Lessee hereby assumes responsibility for and agrees to reimburse
Lessor for all liabilities, obligations, losses, damages, penalties,
claims, actions, costs and expenses (including reasonable attorney's fees)
of whatsoever kind and nature imposed on, incurred by or asserted against
Lessor that in any way relate to or arise out of a claim, suit or
proceeding based in whole or in part upon the negligent conduct of Lessee,
its officers, employees and agents, to the maximum extent permitted by
law.

~Section 6.6. Damage to or Destruction of Equipment. If after
delivery of the Equipment to Lessee and acceptance thereof all or any part
of the Equipment is lost, stolen, destroyed or damaged beyond repair,
Lessee shall as soon as practicable after such event either: (i) replace
the same at Lessee's sole cost and expense with equipment of equal or
greater value to the portion of the Equipment so damaged immediately prior
to the time of the loss occurrence, such replacement equipment to be
subject to Lessor's reasonable approval, whereupon such replacement shall
be substituted in this Lease by appropriate endorsement; or (ii) pay the
portion of the then current Prepayment Price which is applicable to such
Equipment as set forth in Exhibit C. Lessee shall notify Lessor of which
course of action it will take within fifteen (15) days after the loss
occurrence. If Lessee fails or refuses to notify Lessor within the
required period, Lessor may, at its option, declare the portion of the then
current Prepayment Price which is applicable to the damaged Equipment as
set forth in Exhibit C immediately due and payable, and Lessee shall be
obligated to pay the same. The Net Proceeds of all insurance payable with
respect to the damaged Equipment shall be available to Lessee and shall be
used to discharge Lessee's obligations under this Section. On payment of
the Prepayment Price with respect to such Equipment, this Lease shall
terminate with respect to such equipment and Lessee thereupon shall be
entitled to the Equipment AS IS, WITHOUT WARRANTIES, EXPRESS OR IMPLIED,
INCLUDING WARRANTIES OF MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR
PURPOSE OR FITNESS FOR THE USE CONTEMPLATED BY LESSEE, except that the
Equipment shall not be subject to any lien or encumbrance created by or
arising through Lessor. The remaining Lease Payments due pursuant to this
Lease shall then be adjusted to exclude amounts applicable to the
amortization of the cost of the damaged Equipment.




ARTICLE VII
OTHER OBLIGATIONS OF LESSEE

Section 7.1, Use; Permits. Lessee shall exercise due care in the
installation, use, operation and maintenance of the Equipment, and shall
not install, use, operate or maintain the Equipment improperly, carelessly,
in violation of any State and Federal Law or for a purpose or in a manner
contrary to that contemplated by this Lease. Lessee shall obtain all
permits and licenses necessary for the installation, operation, possession
and use to the Equipment. Lessee shall comply with all State and Federal
Laws applicable to the installation, operation, possession and use of the
Equipment, and if compliance with any such State and Federal Law requires
changes or additions to be made to the Equipment, such changes or additions
shall be made by Lessee at its expense.

Section 7.2. Maintenance of Equipment by Lessee. Lessee shall, at
its own expense, maintain, preserve and keep the Equipment in good repair,
working order and condition, and shall from time to time make all repairs
and replacements necessary to keep the Equipment in such condition. Lessor
shall have no responsibility for any of these repairs or replacements.

Section 7.3. Taxes, Other Governmental Charges and Utility Charges.
Except as expressly limited by this Section, Lessee shall pay all taxes and
other charges of any kind whatsoever which are at any time lawfully
assessed or levied against or with respect to the Equipment, the Lease
Payments or any part therof, or which become due during the Term of this
Lease, whether assessed against Lessee or Lessor. Lessee shall also pay
when due all gas, water, steam, electricity, heat, power, telephone and
other charges incurred in the operation, maintenance, use, occupancy and
upkeep of the Equipment, and all special assessments and charges lawfully
made by any governmental body for public improvements that may be secured
by a lien on the Equipment; provided that with respect to special
assessments or other governmental charges that may lawfully be paid in
installments over a period of years, Lessee shall be obligated to pay only
such installments as are required to be paid during the Term of this Lease
as and when the same become due. Lessee shall not be required to pay any
federal, state or local income, inheritance, estate, successsion transfer,
gift, franchise, gross receipts, profit, excess profit, capital stock,
corporate, or other similar tax payable by Lessor, its successors or
assigns, unless such tax is made in lieu of or as a substitute for any tax,
assessment or charge which is the obligation of Lessee under this Section.

Lessee may, at its own expense and in its own name, in good faith
contest any such taxes, assessments, utility and other charges and, In the
event of any such contest, may permit the taxes, assessments, utility or
other charges so contested to remain unpaid during the period of such
contest and any appeal therefrom unless Lessor shall notify Lessee that, in
the opinion of Independent Counsel, by nonpayment of any such items the
interest of Lessor in the Equipment will be materially endangered or the
Equipment or any part thereof will be subject to loss for forfeiture, in
which event Lessee shall promptly pay such taxes, assessments, utility or
other charges or provide Lessor with full security against any loss which
may result from nonpayment, in form satisfactory to Lessor.

-10-



Section 7.4. Advances. If Lessee shall fail to perform any of its
obligations under this Article, Lessor may, but shall not be obligated to,
take such action as may be necessary to cure such failure, including the
advancement of money, and Lessee shall be obligated to repay all such
advances on demand, with interest at the rate of 18% per annum or the
maximum rate permitted by law, whichever is less, from the date of the
advance to the date of repayment.

ARTICLE VIII
CTITLE

Section 8.1. Title. During the Term of this Lease, and so long as
Lessee is not in default under Article XII, legal title to the Equipment
and any and all repairs, replacements, substitutions and modifications to
it shall be in Lessor. Upon occurrence of an event of default as defined
in Section 12.1 and Lessor's termination of this Lease as provided in
Article XII, Lessee shall have no further interest therein, and upon
request by Lessor shall deliver possession of the Equipment to Lessor in
accordance with Section 12.3. Upon termination of this Lease for any of
the reasons specified in Section 4.2, Clauses (a) and (c¢), full and
unencumbered legal title to the Equipment shall pass to Lessee, and Lessor
shall have no further Interest herein. In such event Lessor shall execute
and deliver to Lessee such documents as Lessee may request to evidence the
passage of legal title to the Equipment to Lessee and the termination of
Lessor's interest therein.

Section 8.2. Security Interest. Lessor shall have and retain a
security interest under the Uniform Commercial Code and/or the Interstate
Commerce Act, as appropriate, in the Equipment, the proceeds thereof and
all repairs, replacements, substitutions and modifications thereto or
thereof in order to secure Lessee's payment of all Lease Payments due
during ther Term of this Lease and the performance of all other obligations
herein to be performed by Lessee. Lessee will join with Lessor in
execut ing such financing statements or other documents and will perform
such acts as Lessor may request to establish and maintain a valid security
interest in the Equipment.

Section 8.3. Liens. Lessee shall not, directly or indirectly,
create, incur, assume or suffer to exist any mortgage, pledge, lien,
charge, encumbrance or claim on or with respect to the Equipment, other
than the respective rights of Lessor and Lessee as herein provided and
Permitted Encumbrances. Except as expressly provided in Section 7.3 and
this Article, Lessee shall promptly, at its own expense, take such action
as may be necessary duly to discharge or remove any such mortgage, pledge,
lien, charge, encumbrance or claim if the same shall arise at any time.
Lessee shall reimburse Lessor for any reasonable expense incurred by Lessor
in order to discharge or remove any such mortgage, pledge, lien, charge,
encumbrance or claim.



Section 8.4, Installation of Lessee's Equipment. Lessee may at any
time and from time to time, in its sole discretion and at its own expense,
install other items of equipment in or upon the Equipment, which items
shall be identified by tags or other symbols affixed thereto as property of
Lessee. All such Items so identified shall remain the sole property. of
Lessee, in which Lessor shall have no interest, and may be modified or
removed by Lessee at any time provided that Lessee shall repair and restore
any and all damage to the Equipment resulting from the installation,
modification or removal of any such items. Nothing in this Lease shall
prevent Lessee from purchasing items to be installed pursuant to this
Section under a conditional sale or lease-purchase contract, or subject to
a vendor's lien or security agreement, as security for the unpaid portion
of the purchase price thereof, provided that no such lien or security
interest shall attach to any part of the Equipment.

Section 8.5. Modification of Equipment. Lessee shall, at its own
expense, have the right to make repairs to the Equipment, and to make
repairs, replacements, substitutions and modifications to all or any of the
parts thereof. All such work and any part or component used or installed
to make a repair or as a replacement, substitution or modification, shall
thereafter comprise part of the Equipment and be subject to the provisions
of this Lease. Such work shall not in any way damage the Equipment or
cause it to be used for purposes other than those authorized under the
provisions of State and Federal Law or those contemplated by this Lease;
and the Equipment, upon completion of any such work shall be of a value
which is not less than the value of the Equipment immediately prior to the
commencement of such work. Any property for which a replacement or
substitution is made pursuant to this Section may be disposed of by Lessee
in such manner and on such terms as are determined by Lessee. Lessee will
not permit any mechanic's or other lien to be established or remain against
the Equipment for labor or materials furnished in connection with any
repair, replacement, substitution or modification made by Lessee pursuant
to this Section; provided that if any such lien is established and Lessee
shall first notify Lessor of Lessee's intention to do so, Lessee may in
good faith contest any lien filed or established against the Equipment, and
in such event may permit the items so contested to remain undischarged and
unsatisfied during the period of such contest and any appeal therefrom
unless Lessor shall notify lessee that, in the opinion of Independent
Counsel, by nonpayment of any such item the interest of the Lessor is the
Equipment will be materially endangered or the Equipment or any part
thereof will be subject to loss or forfeiture, in which event Lessee shall
promptly pay and cause to be satisfied and discharged all such unpaid items
or provide Lessor with full security against any such loss or forfieture,
in form satisfactory to Lessor. Lessor will cooperate fully with Lessee in
any such contest, upon the request and at the expense of Lessee.

Section 8.6. Personal Property. The Equipment is and shall at all
times be and remain personal property notwithstanding that the Equipment or
any part thereof may be or hereafter become in any manner affixed or
attached to or embedded in or permanently rested upon real property or any
building thereon or attached in any manner to what Is permanent by means of
cement, plaster, nails, bolts, screws or otherwise.
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Section 8.7. Marking of Equipment. Lessee at its expense will cause
the Equipment to be kept numbered with the identifying number of Lessor and
will keep and maintain, plainly, distinctly, permanently, and conspicuously
marked on each side of each unit of Equipment, in letters not less than one
and one-half inches in height, the words "THIS EQUIPMENT IS OWNED BY
CITICORP INDUSTRIAL CREDIT, INC. WHICH RETAINS A SECURITY INTEREST IN IT,"
or other appropriate words designated by Lessor, with appropriate changes
thereof and additions thereto as from time to time may be required by law
in order to protect Lessor's interest in the Equipment and its rights under
this Lease. The locomotives constituting the Equipment shall be numbered
2001 and 2002. Lessee will make or cause to be made such numbers and
markings thereon and will replace or will cause to be replaced promptly any
such numbers and markings which may be removed, defaced, or destroyed.
Lessee will not permit the identifying number of any unit of the Equipment
to be changed except in accordance with a statement of new number or
numbers to be substituted therefor, which statement has previously been
delivered to Lessor and filed, recorded, and deposited by Lessee in all
public offices where this Lease is or is required to be filed, recorded, or
deposited. Except as provided in this Section 8.7, Lessee will not allow
the name of any person, association, or corporation to be placed on any
equipment as a designation that might be interpreted as a claim of
ownership.

ARTICLE IX
WARRANTIES

Section 9.1. Selection of Equipment. The Equipment and the
Contractor have been selected by Lessee, and Lessor shall have no
responsibility in connection with the selection of the Equipment, its
suitability for the use intended by Lessee, the acceptance by the
Contractor or its sales representative of the order submitted, or any delay
or failure by the Contractor or its sales representative to manufacture,
deliver or Install the Equipment for use by Lessee.

Section 9.2. Installation and Maintenance of Equipment. Lessor shall
have no obligation to install, erect, test, inspect, service or maintain
the Equipment under any circumstances, but such actions shall be the
obligation of Lessee or the Contractor.

Section 9.3. Contractor's Warranties. Lessor hereby assigns to
Lessee for and during the Term of this Lease, all of its interest in all
Contractor's warranties and guarantees express or implied, issued on or
applicable to the Equipment, and Lessor hereby authorizes Lessee to obtain
the customary services furnished in connection with such warranties and
guarantees at Lessee's expense.

Section 9.4, Patent Infringement. Lessor hereby assigns to Lessee
for and during the Term of this Lease all its interest in patent indemnity
protection provided by any Contractor with respect to the Equipment. Such
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assignment of patent indemnity protection by Lessor to Lessee snall
constitute the entire liability of Lessor for any patent infringement by
Equipment furnished pursuant to this Lease.

Section 9.5. Disclaimer of Warranties. THE EQUIPMENT IS DELIVERED AS
IS, AND LESSOR MAKES NO WARRANTY OR REPRESENTATION, EITHER EXPRESS OR
IMPLIED, AS TO THE VALUE, DESIGN, CONDITION, MERCHANTABILITY OR FITNESS FOR
ANY PARTICULAR PURPOSE OR FITNESS FOR THE USE CONTEMPLATED BY LESSEE OF THE
EQUIPMENT, OR ANY OTHER REPRESENTATION OR WARRANTY WITH RESPECT TO THE
EQUIPMENT.

ARTICLE X
PREPAYMENT

Section 10.1. When Available. Lessee shall have the option to prepay
its obligation to pay all future Lease Payments with respect to the
Equipment on certain Payment Dates for the then applicable Prepayment Price
set forth in Exhibit C, but only if Lessee is not in default under this
Lease, and only in the manner provided in this Article.

Section 10.2. Exercise of Option. Lessee shall give notice to Lessor
of its intention to exercise its option not less than thirty (30) days
prior to the Payment Date on which the option is to be exercised and shall
deposit with Lessor on the date of exercise an amount equal to all Lease
Payments and any other amounts then due or past due and the applicable
Prepayment Price set forth in Exhibit C. The closing shall be on the
Payment Date on which the option Is to be exercised at the office of
Lessor.

Section 10.3. Release of Lessor's Interest. Upon exercise of the
Prepayment Option by Lessee, Lessor shall convey or release to Lessee, all
of its rights, title and/or interest in and to the Equipment by delivering
to Lessee such documents as Lessee deems necessary for this purpose.

ARTICLE XI
ASSIGNMENT, SUBLEASING, MORTGAGING AND SELLING

Section 11.1. Assignment by Lessor. Lessor shall not assign its
obligations under this Lease, and no purported assignment thereof shall be
effective. All of Lessor's right, title and/or interest in and to this
Lease, the Lease Payments and other amounts due hereunder and the Equipment
may be assigned and reassigned in whole or in part to one or more assignees
or subassignees by Lessor at any time, without the consent of Lessee. No
such assignment shall be effective as against Lessee unless and until the
assignor shall have filed with Lessee a copy or written notice thereof
identifying the assignee. Lessee shall pay all Lease Payments due
hereunder to or at the direction of Lessor or the assignee named In most
recent assignment or notice of assignment filed with Lessee.
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During the Lease Term Lessee shall keep a complete and accurate record
of all such assignments in form necessary to comply with Section 103(j) of
the Internal Revenue Code of 1954, as amended, and the Treasury
Regulations, existing or proposed, from time to time promulgated
thereunder.

Section 11.2. Assignment and Subleasing by Lessee. Nelther this
Lease nor Lessee's interest in the Equipment may be assigned by Lessee
without the written consent of Lessor. However, the Equipment may be
subleased by Lessee, in whole or in part, without the consent of Lessor,
subject, however, to each of the following conditions:

(1) This Lease and the obligation of Lessee to make Lease
Payments hereunder, shall remain obligations of Lessee.

(11) The sublessee shall assume the obligation of Lessee
hereunder to the extent of the interest subleased.

(ii11) Lessee shall, within thirty (30) days after the delivery of
thereof, furnish or cause to be furnished to Lessor a true and
complete copy of such sublease.

(iv) No sublease by Lessee shall cause the Equipment to be used
for a purpose other than a function authorized under the provisions of
the Constitution and laws of the State.

(v) No sublease shall cause the Interest component of the Lease
Payments due with respect to the Equipment to become subject to
federal income taxes.

Section 11.3. Restriction on Mortgage or Sale of Equipment by
Lessee. Except as provided in Section 11.2, Lessee will not mortgage,
sell, assign, transfer or convey the Equipment or any portion thereof
during the Term of this Lease, without the written consent of Lessor.

. Section 11.4. Restriction on Movement. Upon acceptance of the

Equipment by execution of a Certificate of Acceptance in the form attached
hereto as Exhibit D, Lessee shall not remove or permit the removal of the
Equipment from the State without the prior written consent of Lessor and
with respect to Equipment comprising railroad locomotives, shall not remove
such Equipment (i) from Lessee's railroad tracks that run from Whittier,
Alaska and Seward, Alaska, to Fairbanks, Alaska, or other property owned by
Lessee or (ii) from the State, except under standard railroad interchange
agreements which removal from the State shall not exceed thirty (30) days,
without Lessor's prior written consent, which consent shall not be
unreasonably withheld.




ARTICLE XII
EVENTS OF DEFAULT AND REMEDIES

Section 12.1 Events of Default Defined.  The following shall be
"events of default" under this Lease and the terms "events of default" and
"default" shall mean, whenever they are used in this Lease, with respect to
the Equipment, any or more of the following events:

(1) Failure by Lessee to pay any Lease Payment or other payment
required to be paid under this Lease at the time specified herein and
the continuation of said failure for a period of five (5) days after
notice by certified mail given by Lessor that the payment referred to
in such notice has not been received.

(ii) Failure by Lessee to observe and perform any covenant,
condition or agreement on its part to be observed or performed, other
than as referred to in Clause (i) of this Section, for a period of
fifteen (15) days after written notice specifying such failure and
requesting that it be remedied has been given to Lessee by Lessor,
unless Lessor shall agree in writing to an extension of such time
prior to its expiration; provided, however, if the failure stated in
the notice cannot be corrected within the applicable period, Lessor
will not unreasonably withhold its consent to an extension of such
time if corrective action is instituted by Lessee within the
applicable period and diligently pursued until the default is
corrected.

(iii) The filing by Lessee of a voluntary petition in bankruptcy,
or failure by Lessee promptly to lift any execution, garnishment or
attachment of such consequence as would impair the ability of Lessee
to carry on its governmental or proprietory function or adjudication
of Lessee as a bankrupt, or assignment by Lessee for the benefit of
creditors, or the entry by Lessee into an agreement of composition
with creditors, or the approval by a court of competent jurisdiction
of a petition applicable to Lessee in any proceedings instituted under
the provisions of the Federal Bankruptcy Statute, as amended, or under
any similar acts which may hereafter be enacted.

(iv) Failure by Lessee to maintain a minimum Tangible Net Worth
of $30,000,000 throughout the Lease Term.

(v) The occurrence of an event of default under the Lease
Agreement between First Interstate Leasing, Inc. and Lessee dated as
of August 1, 1985, (hereafter referred to as the "August 1, 1985 Lease
Agreement") which Lease Agreement was assigned to Lessor by an
Assignment and Warranty of Title dated September 10, 1985. It is
expressly agreed by Lessee that a default by Lessee hereunder shall
also constitute an event of default under the August 1, 1985 Lease
Agreement.

The provisions of this Section 12.1 and Section 12.2 are subject to the
following limitation: if by reason of force majeure Lessee is unable in
whole or in part to carry out its obligations under this Lease with respect
to the Equipment, other than its obligation to pay Lease Payments with
respect thereto which shall be paid when due notwithstanding the provisions
of this paragraph, Lessee shll not be deemed in default during the
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continuance of such inability. The term "force majeure’" as used herein
shall mean, without limitation, the following: acts of God; strikes,
lockouts or other labor disturbances; acts of public enemies; orders or
restraints of any kind of the government of the United States of America or
the State of their respective departments, agencies or officials, or any
civil or military authority; insurrections; riots; landslide; earthquakes;
fires; storms; drought; floods; explosions; breakage or accident to
machinery, transmission pipes or canals; or any other cause or event not
reasonably within control of Lessee and not resulting from its negligence.
Lessee agrees, however, to remedy with all reasonable dispatch the cause or
causes preventing Lessee from carrying out its obligations under this
Lease; provided that the settlement of strikes, lockouts and other labor
disturbances shall be entirely within the discretion of Lessee and Lessee
shall not be required to make settlement of strikes, lockouts and other
labor disturbances by acceding to the demands of the opposing party or
parties when such course is in the judgment of Lessee unfavorable to
Lessee.

Section 12.2. Remedies on Default. Whenever any event of default
referred to in Section 12.1 hereof shall have happened and be continuing
with respect to the Equipment, Lessor shall have the right, at its option
and without any further demand or notice, to take one or any combination of
the following remedial steps:

(1) Lessor may declare the then applicable Prepayment Price set
forth on Exhibit C to be due and payable by Lessee, whereupon such
Prepayment Price shall be immediately due and payable.

(ii) Lessor, with or without terminating this Lease, may
repossess the Equipment, as well as the equipment subject to the
August 1, 1985 Lease Agreement, by giving Lessee written notice to
deliver the Equipment to Lessor, whereupon Lessee shall do so in the
manner provided in Section 12.3. In the event Lessee fails to do so
within fifteen (15) days after receipt of such notice, Lessor may
enter upon Lessee's premises where the Equipment is kept and take
possession of the Equipment, and charge Lessee for reasonable costs
incurred in repossessing the Equipment, including reasonable
attorneys' fees. Lessee hereby expressly waives any damages
occasioned by the repossession provided that Lessor has acted in a
reasonable manner. If the Equipment or any portion of it has been
destroyed or damaged beyond repair, Lessee shall pay the then
applicable Prepayment Price for the Equipment as set forth in Exhibit
C (less credit for Net Proceeds) to Lessor. Lessee shall continue to
be responsible for the payment of the Lease Payments. When the
default is cured, if Lessor has not sold the Equipment pursuant to
Clause (iii) or (iv), Lessor shall return the Equipment to Lessee at
Lessee's expense.

(i1i) If the Lessor terminates this Lease and takes possession of
the Equipment, Lessor shall thereafter use its best efforts to sell
the Equipment or any portion thereof in a commercially reasonable
manner at public or private sale in accordance with applicable State
laws, and shall apply the proceeds of such sale to pay the following
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items in the following order: (a) costs incurred in repossessing the
Equipment from Lessee; (b) reasonable expenses of sale; (c) any Lease
Payments or other amounts due hereunder then outstanding and unpaid as
of the date of application of the proceeds of the sale; and (d) the
applicable Prepayment Price. Lessee shall continue to be responsible
for the payment of any Lease Payments or other amounts due hereunder
then outstanding and unpaid and the applicable Prepayment Price except
to the extent Lessor obtains moneys for the payment thereof as
provided in the Clause. Lessor shall pay the Lessee any sale proceeds
not needed for the purposes specified above. In the event Lessor
elects to foreclose upon the equipment subject to the August 1, 1985
Lease Agreement as well as the Equipment subject hereto, Lessor may
apply the proceeds from the enforcement of the remedies under the
August 1, 1985 Lease Agreement and the remedies hereunder in such
order as Lessor may reasonably elect, with the effect that this Lease
and the August 1, 1985 Lease Agreement serve to cross-collateralize
one another.

(iv) Lessor may take any other remedy available at law or in
equity to require Lessee to perform its obligation hereunder.

Section 12.3. Return of Equipment. Upon the termination of this
Lease prior to the payment of all Lease Payments in accordance with Exhibit
B, Lessee shall return Equipment to Lessor in the condition, repair,
appearance and working order required in Section 7.2, in the following
manner as may be specified by Lessor, by delivering the Equipment at
Lessee's cost and expense to such place as Lessor shall specify not to
exceed 500 miles from Seattle, Washington., If Lessee refuses to return the
Equipment in the manner designated, Lessor may repossess the Equipment and
charge to Lessee reasonable costs of such repossession or pursue any remedy
described in Section 12.2.

Section 12.4. No Remedy Exclusive. No remedy conferred upon or
reserved to Lessor by this Article is intended to be exclusive and every
such remedy shall be cumulative and shall be in addition to every other
remedy given under this Lease. No delay or omission to exercise any right
or power accruing upon any default shall impair any such right or power or
shall be construed to be a waiver thereof but any such right and power may
be exercised from time to time and as often as may be deemed expedient by
Lessor or its assignee.

Section 12.5. Agreement to Pay Attorneys' Fees and Expenses. In the
event either party to this Lease should default under any of the provisions
hereof and the nondefaulting party should employ attorneys and/or incur
other expenses for the collection of moneys or for the enforcement of
performance or observance of any obligation or agreement on the part of the
defaulting party herein contained, the defaulting party agrees that it will
on demand therefor pay to the nondefaulting party the reasonable fee of
such attorneys and/or such other reasonable expenses so incurred by the
nondefaulting party.

Section 12.6. Late Charge. Whenever any event of default referred to
in Section 12.1, Clause (i) hereof shall have happened and be continuing
with respect to the Equipment, Lessor shall have the right, at its option
and without any further demand or notice, except as set forth in this
Section 12.6 to require a late payment charge for each thirty (30) day
period or part thereof during which such event of default occurs, equal to
four percent (4%) of the delinquent amount and receipt of Lessor's written
invoice therefor; provided, however, that this Section 12.6 shall not be
applicable if or to the extent that the application thereof would affect
the validity of this Lease.
. -18-



ARTICLE XIII
ADMINISTRATIVE PROVISIONS

Section 13.1. Notices. All notices, certificates, legal opinions or
other communicat ions hereunder shall be sufficiently given and shall be
deemed given when delivered or deposited in the United States mail in
registered form with postage fully prepaid to the addresses specified on
the first page hereof; provided that Lessor and Lessee, by notice given
hereunder, may designate different addresses to which subsequent notices,
certificates, legal opinions or other communications will be sent.

Section 13.2. Financial Information and Reporting. During the Term
of this Lease, Lessee will provide Lessor with current financial statements
within forty-five (45) days after the close of each fiscal quarter and
audited financial statements within ninety (90) days after the close of
each fiscal year and such other financial information relating to the
ability of Lessee as may be reasonably requested by Lessor or its
assignee. Lessee will furnish Lessor semiannually with an accurate report
(a) setting forth the amount, description and number of all units of the
Equipment that have suffered damage during the preceding semiannual period
or are then undergoing repairs, and such other information regarding the
condition and state of repair of the Equipment as Lessor may reasonably
request, (b) stating that, during the period covered by such report, the
numbers and the markings required by this Lease have been preserved or
" replaced, (c) stating that lessee is in compliance with the requirements of
this Lease as to maintenance and insurance then being maintained in respect
of the Equipment, and (d) stating that, based on advice of ‘counsel, all
filings, registrations, recordings and deposits and all refilings,
reregistrations, rerecordings and redeposits necessary for the proper
protection of Lessor's rights in the Equipment have been duly made.

Section 13.3. Binding Effect. This Lease shall inure to the benefit
of and shall be binding upon Lessor and Lessee and their respective
successors and assigns.

Section 13.4. Severability. In the event any provision of this Lease
shall be held invalid or unenforceable by any court of competent
jurisdiction, such holding shall not invalidate or render unenforceable any
other provision hereof.

Section 13.5. Amendments, Changes and Modifications. This Lease may
be amended or any of its terms modified only by written document duly
authorized, executed and delivered by Lessor and Lessee.

Section 13.6. Captions. The captions or headings in this Lease are
for convenience only and in no way define, limit or describe the scope or
intent of any provisions, Articles, Sections or Clauses of this Lease.
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Section 13.7. Further Assurances and Corrective Instruments. Lessor
and Lessee agree that they will, from time to time, execute, acknowledge
and deliver, or cause to be executed, acknowledged and delivered, such
supplements hereto and such further instruments as may reasonably be
required for correcting any inadequate .or incorrect description of the
Equipment hereby leased or intended so to be and for carrying out the
expressed Intention of this Lease.

Section 13.8. Execution in Counterparts. This lease may be
simultaneously executed in several counterparts, each of which shall be an
original and all of which shall constitute but one and the same
instrument.

Section 13.9. Applicable Law. This Lease shall be governed by and
construed in accordance with the laws of the State.

IN WITNESS WHEREOF, Lessor has caused this Lease to be executed in its
corporate name by its duly authorized officer; and Lessee has caused this
Lease to be executed in its name by its duly authorized officer, as of the
date first above written.

CITICORP INDUSTRIAL CREDIT, INC.

Its Vice President
NS
ALASKA RAILROAD CORPORATION,
Lessee

ey
Its { od CEQ
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EXHIBIT A

EQUIPMENT

The Equipment which is the subject of the attached Equipment Lease-Purchase
Agreement is as follows:

QUANTITY DESCRIPTION SERIAL NUMBER

One 1977 General Motors EMD 766008-1
Model GP38-2 Diesel
Electric locomotive

One 1978 General Motors EMD 786138-1
Model GP38-2 Diesel
Electric locomotive

Two Caterpillar 9888
wheel loaders
Two Caterpillar Dé6B tractors
One Caterpillar D5B tractor
One Caterpillér D7G tractor
Three . Champion 760A motor graders
CITICORP INDUSTRIAL CREDIT, INC., ALASKA RAILROAD CORPORATION,
Lessor Lessee
By By

Its Its




Due
Date

5/15/86
6/15/86
7/15/86
8/15/86
9/15/86
10/15/86
11/15/86
12/15/86
1/15/87
2/15/87
3/15/87
4/15/87
5/15/87
6/15/87
7/15/87
8/15/87
9/15/87
10/15/87
11/15/87
12/15/87
1/15/88
2/15/88
3/15/88
4/15/88
5/15/88
6/15/88
7/15/88
8/15/88
9/15/88
10/15/88
11/15/88
12/15/88
1/15/89
2/15/89

EXHIBIT B

SCHEDULE OF LEASE PAYMENTS

Lease Payment Schedule

Payment

Number

WAWWWRNININNINNINNNNNN acd ama a2
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Total
Paxment

$22,717.77
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64
$31,341.64

CITICORP INDUSTRIAL CREDIT, INC.,

Lessor

By

Its

Interest Principal
Component Component
$ 6,436.96 $16,280.81
$14,949.38  $16,392.26
$14,837.16  $16,504.48
$14,724.17  $16,617.47
$14,610.41  $16,731.23
$14,495.87 $16,845.77
$14,380.55 $16,961.09
$14,264.44  $17,077.20
$14,147.53  $17,194.11
$14,029.82 $17,311.82
$13,911.31  $17,430.33
$13,791.98 $17,549.66
$13,671.84  $17,669.80
$13,550.88 $17,790.76
$13,429.08 $17,912.56
$13,306.46 $18,035.18
$13,182.99  $18,158.65
$13,058.68 $18,282.96
$12,933.52  $18,408.12
$12,807.50 $18,534.14
$12,680.62 $18,661.02
$12,552.87 $18,788.77
$12,424.24  $18,917.40
$12,294.74  $19,046.90
$12,164.34 $19,177.30
$12,033.06 $19,308.58
$11,900.88 $19,440.76
$11,767.79  $19,573.85
$11,633.79 $19,707.85
$11,498.87  $19,842.77
$11,363.03  $19,978.61
$11,226.26 $20,115.38
$11,088.55 $20,253.09
$10,949.91  $20,391.73
ALASKA RAILROAD CORPORATION,
Lessee
By

Its




EXHIBIT B

SCHEDULE OF LEASE PAYMENTS

Lease Payment Schedule

Due Payment Total Interest Principal
Date Number Payment Component Component
3/15/89 35 $31,341.64 $10,810.31  $20,531.33
4/15/89 36 $31,341.64 $10,669.75 $20,671.89
5/15/89 37 $31,341.64 $10,528.24  $20,813.40
6/15/89 38 $31,341.64 $10,385.75  $20,955.89
7/15/89 39 $31,341.64 $10,242.29  $21,099.35
8/15/89 40 $31,341.64 $10,097.85 $21,243.79
9/15/89 41 $31,341.64 $9,952.42 $21,389.22
10/15/89 42 $31,341.64 $9,805.99  $21,535.65
11/15/89 43 $31,341.64 $9,658.56  $21,683.08
12/15/89 44 $31,341.64 $9,510.12  $21,831.52
1/15/90 45 $31,341.64 $9,360.67 $21,980.97
2/15/90 46 $31,341.64 $9,210.19  $22,131.45
3/15/90 47 $31,341.64 $9,058.68 $22,282.96
4/15/90 48 $31,341.64 $8,906.14  $22,435.50
5/15/90 49 $31,341.64 $8,752.55 $22,589.09
6/15/90 50 $31,341.64 $8,597.90 S22,743.74
7/15/90 51 $31,341.64 $8,442,20 $22,899.44
8/15/90 52 $31,341.64 $8,285.44  $23,056.20
9/15/90 53 $31,341.64 $8,127.60  $23,214.04
10/15/90 54 $31,341.64 $7,968.68 $23,372.96
11/15/90 55 $31,341.64 $7,808.67 $23,532.97
12/15/90 56 $31,341.64 $7,647.57  $23,694.07
1/15/91 57 $31,341.64 $7,485.36 $23,856.28
2/15/91 58 $31,341.64 $7,322.05 $24,019.59
3/15/9 59 $31,341.64 $7,157.61  $24,184,03
L/15/91 60 $31,341.64 $6,992.05 $24,349.59
5/15/91 61 $31,341.64 $6,825.36 S24,516.28
6/15/91 62 $31,341.64 $6,657.56  S24,684.08
7/15/91 63 $31,341.64 $6,488.54  $24,853.10
8/15/NM 64 $31,341.64 $6,318.40 $25,023.24
9/15/91 65 $31,341.64 $6,147.10  $25,194.54
10/15/91 66 $31,341.64 $5,974.62  $25,367.02
11/15/91 67 $31,341.64 $5,800.96 $25,540.68
12/15/91 . 68 $31,341.64 $5,626.12  $25,715.52
CITICORP INDUSTRIAL CREDIT, INC., ALASKA RAILROAD CORPORATION,
Lessor Lessee
By By
Its Its




Due
Date

1/15/92
2/15/92
3/15/92
4/15/92
5/15/92
6/15/92
7/15/92
8/15/92
9/15/92
10/15/92
11/15/92
12/15/92
1/15/93
2/15/93
3/15/93
4/15/93
5/15/93
6/15/93
7/15/93
8/15/93
9/15/93
10/15/93
11/15/93
12/15/93
1/15/94
2/15/9%4
3/15/94
4/15/94

EXHIBIT B

SCHEDULE OF LEASE PAYMENTS

Lease Payment Schedule

Payment Total Interest Principal
Number Payment Component Component
69 $31,341.64 $5,450.07 $25,891.57
70 $31,341.64 $5,272.82 $26,068.82
71 $31,341.64 $5,094.36 $26,247.28
72 $31,341.64 $4,914.67 $26,426.97
73 $31,341.64 $4,733.76 $26,607.88
74 $31,341.64 $4,551.61 $26,790.03
75 $31,341.64 $4,368.21 $26,973.43
76 $31,341.64 $4,183.55 $27,158.09
77 $31,341.64 $3,997.63 $27,344.01
78 $31,341.64 $3,810.44 $27,531.20
79 $31,341.64 $3,621.96 $27,719.68
80 $31,341.64 $3,432.20 $27,909.44
81 $31,341.64 $3,241.14 $28,100.50
82 $31,341.64 $3,048.77 $28,292.87
83 $31,341.64 $2,855.08 $28,486.56
84 $31,341.64 $2,660.06 $28,681.58
85 $31,341.64 $2,463.71 $28,877.93
86 $31,341.64 $2,266.02 $29,075.62
87 $31,341.64 $2,066.97 $29,274.67
88 $31,341.64 $1,866.56 $29,475.08
89 $31,341.64 $1,664.77 $29,676.87
90 $31,341.64 $1,461.61 $29,880.03
91 $31,341.64 $1,257.06 $30,084.58
92 $31,341.64 $1,051.11 $30,290.53
93 $31,341.64 $843.74 $30,497.90
9l $31,341.64 $634.96 $30,706.68
95 $31,341.64 S$424.75 $30,916.89
9 $31,341.64 $213.10 $31,128.54

CITICORP INDUSTRIAL CREDIT, INC.,

Lessor

By

Its

ALASKA RAILROAD CORPORATION,

Lessee

By

Its




EXHIBIT C

SCHEDULE OF PREPAYMENT PRICE

After Payment Number Prepayment Price

12 ‘ . 2,216,785

24 1,954,587

36 1,676,316

48 1,380,803

60 1,066,800

72 732,969

84 ' 377,879

96 0
CITICORP INDUSTRIAL CREDIT, INC., ALASKA RAILROAD CORPORATION,
Lessor Lessee

by ot oy :
Its V¢ \ ) ItspPreside




EXHIBIT D

CERTIFICATE OF ACCEPTANCE

I, the undersigned, hereby certify that I am the duly qualified and
acting _President and CEQ of Alaska Railroad Corporation (Lessee);
and, with respect to the Lease Agreement dated April251986 (the Lease), by
and between Lessee and Citicorp Industrial Credit, Inc. (Lessor), that:

1. The equipment described in the Lease (the Equipment) has been
delivered and installed in accordance with Lessee's Specifications (as that
. term is defined in the Lease) and has been accepted by Lessee.

2. During the Term of Lease, the Equipment will be used by Lessee to
perform essential functions of railroad transportation.

Dated: Ap,| 25 , 1986.

ALASKA RAILROAD CORPORATION,
Lessee

ByﬁM——

Its Presidenﬁighd CEQ
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'ALASKA RAILROAD CORPORATION

P.O. Box 7-2111 ¢ Anchorage, Alaska 99510-7069

April 25, 1986

Citicorp Industrial Credit, Inc.
Republic Plaza

370 Seventeenth Street, Suite 1340
Denver, CO 80202

Gentlemen:

We are 1in-house counsel for the Alaska Railroad Corporation
(the ''Lessee') and have represented the Lessee in connection
with its execution and delivery of (1) that certain Equipment
Lease Agreement dated as of April 25, 1986 (the 'Lease")
between the Lessee and Citicorp Industrial Credit, Inc. (the
"Lessor') (sald Lease, together with all' other documents or
instruments executed in connection with thereof, being herein
called the 'Lease Documents'). All capitalized terms used and
not otherwise defined in this opinion shall have the meanings
attributed to them in the Lease.

We have examined the by-laws and resolutions of the Lessee, the
Lease Documents and such other matters of fact and law which we
deem necessary in order to render this opinion. Based upon the
foregoing, it is our opinion that:

1. The Lessee is a public corporation and instrumentality
of the State of Alaska, duly organized, validly
existing and in good standing under the laws of the
State of Alaska and has all requisite <corporate
authority to conduct 1its business 1in the State of
Alaska.

2. The execution and delivery of the Lease Documents by
the Lessee and the performance by the Lessee of the
Lease Documents have been duly authorized by all
necessary corporate action and proceedings on the part
of the Lessee and do not and will not:

a. violate or contravene any 1law, rule, regulation,
order, writ, judgment, injunction, decree or award
binding on the Lessee, or the Lessee's by-laws or
any indenture, instrument or agreement binding upon
the Lessee; or

b. result in, or require, the creation or imposition
of any 1lien pursuant to the provisions of any
indenture, instrument or agreement binding upon the
Lessee.



Citicorp Industrial Credit, Inc.
April 25, 1986

Page 2

The Lease Documents have been duly executed and
delivered by the Lessee and constitute the legal, valid
and binding obligation of the Lessee enforceable
against it in accordance with the terms thereof, except
as limited by bankruptcy, 1insolvency, reorganization,
moratorium and other similar laws and principles of
equity relating to or affecting <creditor's rights
generally.

There is no 1litigation or proceeding pending against
the title to the Equipment of which Lessee is aware or
which, if adversely determined, would materially affect
the business or financial condition of the Lessee.

The execution and performance of the Lease do not
result in the violation of any constitutional,
statutory or other limitation relating to the manner,
form or amount indebtedness which may be incurred by
Lessee.

No approval, authorization, consent adjudication or
order of any governmental authority, which has not been
obtained by the Lessee, 1is required to be obtained by
the Lessee 1in connection with the execution and
delivery of the Lease Documents or the transactions
contemplated under the Lease Documents.

Lessee's obligation under the Lease constitutes an
obligation issued on behalf of a state of the United
States or a political subdivision thereof, pursuant to
45 U.S.C. §1207. As set forth therein, except as
modified by H. R. 3838, the Tax Reform Act of 1985, or
its substitute, any interest derived from such
obligation shall be exempt from income taxation under
Section 103 of the Internal Revenue Code of 1954, as
amended, the rules and regulations promulgated and the
decisions rendered thereunder.

After payment by Lessor and execution of documents of
title by the owner of the Equipment transferring title
to Lessor, no further action will be necessary in order
to establish Lessor's legal title to the Equipment.

Very truly yours,

OFFICE

THE CHIEF COUNSEL

//Lagky D. Wood <<

Chief Counsel



EXHIBIT F
CERTIFICATE OF INCUMBENCY

I, the undersigned, hereby certify that I am the duly qualified and
acting Director of Administration and Secretary of the Board of Directors
of Alaska Railroad Corporation (Lessee); and, with respect to the Lease
Agreement dated as of April251986 (the Lease), by and between Lessee and
Citicorp Industrial Credit, Inc. (Lessor), that I am well acquainted with
the person listed below and with his signature; that said person holds the
office or position set forth opposite his signature below; that the
signature below written is the true and correct signature of said person;
and that as of the dated of execution of the Lease or other documents
relating thereto by said person, such person was duly qualified and acting
as the officer or position holder indicated below and duly authorized to
execute the same: ‘

Name Office or Position Signature

F. G. Turpin President and Chief Exec. Off, 299 .
Marvin J. Yetter Vice President, Finance ;%72;2;ZéZZé==~
Bruce E. Carr Manager, Financial Services @g1u&£—¢<6;~v

. / Date:s%‘.g Py y 1986,

Alaska Railroad Corporation,
Lessee

Subscribed and sworn to before me this 2S7° day of é&act/ y 1986.

l‘( -

O Dt D

. - otary Public
(Notarial Seal) 7%:;4 Tuadre. S LA Lounty,
S State of Alaska
My commission expires:/p-3—5 7

* This Certificate of Incumbency must be executed by an officer
of Lessee different from those persons whose signatures are
listed in the text thereof.



EXHIBIT G

OFFICER'S CERTIFICATE

I, the undersigned, hereby certify that I am the duly qualified and
acting President and Chief Executive Officer of Alaska Railroad
Corporation (Lessee); and, with respect to the Lease Agreement dated Aprilgzs
1986 (the Lease), by and between Lessee and Citicorp Industrial Credit,
Inc. (Lessor), that:

1. The lease payments provided for on Exhibit B to the Lease (the
Lease Payments) shall be due and payable on May?"T986, and the J§** day of
each month thereafter, in the amounts show on Exhibit B to the Lease.

2. Lessee will budget for, request, appropriate, provide and
otherwise obtain and make available sufficient moneys to pay all Lease
Payments required to be paid under the Lease during the Term of the Lease
(as that phrase is defined in the Lease), and such moneys will be applied
in payment of such Lease Payments.

3. Lessee has obtained from a reputable insurance company qualified
to do business in the state of Alaska (the State) insurance with respect to
all risks required to be covered thereby pursuant to Article VI of the
Lease.

4., \Lessee is exempt from all personal property taxes, and is exempt
from sales and/or use taxes with respect to the Equipment and the Lease
Payments. :

5. There is no litigation, action, suit or proceeding pending or
before any court, administration agency, arbitrator or governmental body,
that challenges the organization or existence of Lessee; the authority of
its officers; the proper authorization, approval and execution of the Lease
and other documents contemplated thereby; or any other action taken by
Lessee to provide moneys sufficient to make Lease Payments coming due under
the Lease; or the ability of Lessee otherwise to perform its obligations
under the Lease and the transactions contemplated thereby.

Dated: April 25 , 1986.

s ALASKA RAILROAD CORPORATION,
Lessee

By %) )

Its President—and CF
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EXHIBIT H

Payment Request Form

Citicorp Industrial Credit, or its assignee, is hereby requested to
pay from the Cash Reserve Account to the person, firm or corporation
designated below as Payee, the sum set forth below such designation, in
payment of the cost of the Equipment or portion thereof delivered and/or
provided pursuant to the Lease Agreement dated as of Aprilg2s1986, between
Lessor and Lessee. The undersigned hereby certifies that the amount
requested for payment is for payment or reimbursement for the cost of said
Equipment or portion thereof, has not formed the basis of a previous
request for payment, is now due and owing, and has been approved by Lessee
for payment. The undersigned further certifies that such payment shall
constitute payment in full for such Equipment or portion of thereof, and
that the invoice of the Contractor therefor, a Certificate of Acceptance
thereof, a Bill of Sale thereof and a lien waiver relating thereto, as
appropriate are attached hereto.

In the event that the Payee named on this Payment Request Form is
Lessee or another person, firm or corporation to which reimbursement is due
for payment previously paid by Lessee or such other person, firm or
corporation to the Contractor for such Equipment or portion thereof,

written evidence of such prior payment and the amount thereof is also

attached to this Payment Request Form.

Payee: Rarus Locomotives

Amount: $570,836,00

Equipment: 2 each EMD GP-38-2
Locomotives

Dated April 25 , 1986.

ALASKA RAILROAD CORPORATION
Transfer Instructions

By

Its Manager, Financial Services
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EXHIBIT H

Payment Request Form

Citicorp Industrial Credit, or its assignee, is hereby requested to
pay from the Cash Reserve Account to the person, firm or corporation
designated below as Payee, the sum set forth below such designation, in
payment of the cost of the Equipment or portion thereof delivered and/or
provided pursuant to the Lease Agreement dated as of Aprilg51986, between
Lessor and Lessee. The undersigned hereby certifies that the amount
requested for payment is for payment or reimbursement for the cost of said
Equipment or portion thereof, has not formed the basis of a previous
request for payment, is now due and owing, and has been approved by Lessee
for payment. The undersigned further certifies that such payment shall
constitute payment in full for such Equipment or portion of thereof, and
that the invoice of the Contractor therefor, a Certificate of Acceptance
thereof, a Bill of Sale thereof and a lien waiver relating thereto, as
appropriate are attached hereto.

In the event that the Payee named on this Payment Request Form is
Lessee or another person, firm or corporation to which reimbursement is due
for payment previously paid by Lessee or such other person, firm or
corporation to the Contractor for such Equipment or portion thereof,

written evidence of such prior payment and the amount thereof is also

attached to this Payment Request Form.

Payee: Alaska Railroad Corporation

Amount: $150,000,00
Equipment: 2 each EMD GP-38-2

Locomotives

Dated April 25 , 1986.

ALASKA RAILROAD CORPORATION
Transfer Instructions

National Bank of Alaska By 131444;41 <F? szwu/

Its Manager, Financial Services

Alaska Railroad Corp.

Acct, #01-~366793

ABA# 125-200-057




